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IN THE MATTER OF THE
APPLICATION OF ARIZONA PUBLIC
SERVICE COMPANY FOR APPROVAL
OF RENEWABLE ENERGY
STANDARD IMPLEMENTATION
PLAN, DISTRIBUTED ENERGY
ADMINISTRATION PLAN,
CUSTOMER SELF-DIRECT
RENEWABLE RESOURCE TARIFF,
AND RESET OF RENEWABLE
ENERGY ADJUSTOR

ARIZONA PUBLIC SERVICE
COMPANY'S RESPONSE TO
STAFF'S REPORT AND
RECOMMENDED ORDER

14

15 Arizona  P ublic  S e rvice  Compa ny ("AP S " or "Compa ny") file d  its  2008  Re ne wa ble

16 Ene rgy S ta nda rd  Imple me nta tion  P la n  ("Imple me nta tion  P la n") fo r Arizona  Corpora tion

17 C o m m is s io n  ("C o m m is s io n ") a p p ro va l o n  Au g u s t 7 ,  2 0 0 7 ,  in  c o m p lia n c e  with  th e

18 Re ne wa ble  Ene rgy S ta nda rd  ("RES ") Rule s ] A re vis e d  Imple me nta tion  P la n  wa s  file d  for

19 Commis s ion  a pprova l on  Augus t 30 , 2007 . The  Compa ny is  filing  the s e  Comme n ts  in

20 re s pons e  to  the  Commis s ion S ta ff' s  Tra ns mitta l Me mora ndum a nd P ropos e d Orde r ("S ta ff

21 Re port"), which wa s  file d in this  docke t on Fe brua ry 29, 2008.

22 The  va rie d pla ns  tha t ha ve  be e n propos e d by pa rtie s  in this  docke t re fle ct a  numbe r of

23 a p p ro a ch e s  th a t co u ld  b e  ta ke n  to  imp le me n t th e  re ce n tly a d o p te d  R ES  R u le s . The

24 Compa ny's  o rig ina l Imple me n ta tion  P la n , the  jo in t p ropos a l tha t wa s  de ve lope d  by the

25 Compa ny a nd the  S ola r Advoca te s 2 ("J oint P ropos a l"

26 Option  B, a re  a ll via b le  p la ns , a lthough  e a ch  a pproa ch  ha s  d is tinc t cons ide ra tions  a nd

27

28

), a nd S ta ffs  propos a ls , Option A a nd

1A.A.C. R-14-2-1801 through 1816.
2 The Joint P lan was filed by APS and the Solar Advocates on December 17, 2007.
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1 impa c ts . AP S 's  Imple me nta tion P la n, the  J oint P ropos a l a nd S ta ff" s  Option A offe r

2 opportunity for full complia nce  with the  RES  Rule s , whe re  S ta ff" s  Option B re quire s

3 modifica tion to the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt for the  firs t five  ye a rs .

4 While  the  Company supports  both its  Implementa tion P lan and the  Joint P roposa l, APS a lso

5 be lie ve s  tha t S ta ff" s  Option B is  a  re a s ona ble  a pproa ch, a lthough furthe r modifica tion to

6 a llow flexibility in dis tributed program incentive  a lloca tions  is  reques ted.

7 The  va ried programs  each s eek to addres s  a lte rna tives  for implementing the  RES

8 Dis tribute d Ene rgy ("DE") re quire me nt a nd e mpha s ize  the  ne e d for fle xibility during the

9 ea rly years . Cus tomer participa tion in the  DE program will depend on many factors  and the

10 immedia te  funding needs  a re  difficult to predict. As  S ta ff ha s  noted, the  cos t a s s umptions

l l for the  DE portion of the  Imple me nta tion P la n a re  de pe nde nt on the  te chnologie s  tha t

12 cus tome rs  s e le ct a nd the  le ve l of cus tome r pa rticipa tion. The  bottom line  is  tha t the

13 Compa ny is  pre pa re d a nd e a ge r to move  forwa rd with the  imple me nta tion of re ne wa ble

14 energy programs , in whatever font or manner the  Commiss ion finds  mos t appropria te  a t this

15 time . Furthe rmore , AP S  will be  filing its  2009 Imple me nta tion P la n by J uly l, 2008, which

16 provides  the  opportunity to achieve  s eve ra l months  of actua l expe rience  with the  plan the

17 Commiss ion approves , and a llows  the  Company to report on the  pre liminary effectivenes s  of

18 that plan. The key points  of the  various  proposed plans  are  discussed below.

19

20 The  Compa ny's  Imple me nta tion P la n is  the  firs t pla n file d by AP S  purs ua nt to the

21 RES  Rule s . It wa s  de s igne d to a llow the  Compa ny the  opportunity for full complia nce ,

22 a lthough AP S  ha s  a cknowle dge d tha t the re  is  much unce rta inty in the  re ne wa ble  e ne rgy

23 marke ts , pa rticula rly how cus tomers  will re s pond to the  DE program. The  Implementa tion

24 P la n include d the  Compa ny's  be s t e s tima te  of te chnologie s  tha t ma y be  a va ila ble  to the

25 marketplace  in the  next five  years , based on the  information tha t was  ava ilable  a t the  time of

2 6  th e  filin g .  In  c o m b in a tio n ,  th e  Im p le m e n ta tio n  P la n  a n d  th e  Dis trib u te d  E n e rg y

27 Adminis tra tion P la n ("DEAP ") de s cribe d the  Compa ny's  pla n to fully imple me nt the  RES

28 re quire me nts , including the  Compa ny's  a pproa ch for a cquiring the  re ne wa ble  ge ne ra tion

AP S 's  IMP LEMENTATION P LAN
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1 re s ource s , for de ve lopme nt of a  DE ma rke t, a nd a n infra s truc ture  de ve lopme nt a nd >

2 imple me nta tion to s upport a  s ubs ta ntia lly la rge r a nd furthe r-re a ching progra m. The

3 Company's  Implementation Plan proposed comprehens ive cus tomer outreach and marketing

4 efforts , and requires  s ignificant resources  to implement the cons iderable  DE components .

5 The  Imple me nta tion P la n propos e d a  2008 budge t of $48.2 million, compris e d of

6 approximate ly $10 million collected under the  current adjus tor, $6 million collected in bas e

7 ra te s , a nd a n a dditiona l $32.2 million through a  re s e t of the  a djus tor. At the  e nd of 2007,

8 $3.5 million tha t wa s  a lloca te d to cus tome r ince ntive s  wa s  unre s e rve d, providing the

9 opportunity to roll forward thos e  funds  into the  2008 budge t and lower the  additiona l funds

10 ne e de d. The  Compa ny be lie ve s  tha t its  Imple me nta tion P la n provide s  a n opportunity to

ll reach full compliance . Unde r any a lte rna tive , it mus t be  recognized tha t ramping up the  DE

12 program is  a  challenge , even cons idering the  RES Rules  provis ions  to pro-ra te  the  targets  in

13 the firs t year based on when the funding mechanism is  approved.3

14

15 Staff has  propos ed two diffe rent options  for the  Commis s ion's  cons idera tion. Option

16 A would reduce  the  tota l funds  ava ilable  for the  2008 implementa tion plan by pro-ra ting the

17 required funding to recognize  tha t the  firs t qua rte r of the  yea r is  a lready comple ted and by

18 reducing the  Adminis tra tion, Implementa tion, Marke ting, Outreach, Commercia liza tion and

19 Inte gra tion or "non-proje ct" budge t. Option B propos e d modifica tions  to the  dis tribution

20 within the  DE ca tegorie s  in the  firs t five  yea rs , while  holding the  ove ra ll DE requirement to

21 the  RES-defined level. The proposed changes  in Option B increase  the  role  of Wholesale  DE

22 a nd a llow for more  fle xibility in the  ba la nce  be twe e n the  re s ide ntia l a nd non-re s ide ntia l

23 requirements . Option B a ls o reduced the  non-proj e t budge t.

24 AP S  ta ke s  e xce ption to S ta ff' s  cha ra cte riza tion of the  Compa ny's  Adminis tra tion,

25 Imple me nta tion, Ma rke ting, Outre a ch, Comme rc ia liza tion a nd Inte gra tion budge t a s

26 "exces s ive ." The  majority of this  budge t is  a s s ocia ted with the  s ignificant increas e  in the  DE

27

28 3 See,A.A.c. R14-2-1804(B) and 1805(B).

S TAFF'S  P ROP OS ALS
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1 progra m unde r the  RES  Rule s . For e xa mple , AP S 's  S ola r P a rtne rs  Ince ntive  P rogra m

2 fa cilita te d jus t ove r 500 ins ta lla tions  in 2007. For full complia nce  with the  RES  Rule s , APS

3 projects  tha t ove r 7,000 ins ta lla tions  would be  required in 2008, and even unde r S ta ff Option

4 B, ove r 20,000 ins ta lla tions  would be  required by 2012. To de te rmine  the  funding necessa ry,

5 based on its  severa l years  of experience  implementing the  Sola r Partne rs  Incentive  Program,

6  AP S 's  non-e ne rgy/ince n tive  cos ts  we re  ca re fu lly p ro je c te d  by s tudying  the  func tions

7 ne ce s s a ry to a dminis te r a nd imple me nt the  RES  progra m on a  s ca le  ne ce s s a ry to a chie ve

8 complia nce . AP S  de ve lope d its  mode ls  to ca lcula te  the  cos ts  of re ce iving, proce s s ing,

9 reviewing, inspecting and paying incentives , and projected those  cos ts  based on an increas ing

10 le ve l of ince ntive s  e a ch ye a r. APS a lso built in e fficie ncie s  it e xpe cts  to ga in ove r time , such

l l as  a  reduced number of needed inspections by using a  qualified insta ller program and reduced

12 re se rva tion coordina tors  through one-time  information technology upgrades .

13 APS deve loped its  marke ting approach and placement s tra tegy to educa te  cus tomers

14 on the  va lue s  of re ne wa ble  e ne rgy, incre a s e  a wa re ne s s  of the  ince ntive  progra m, a nd to

15 e ncoura ge  pa rticipa tion. The  propos e d ma rke ting a pproa ch include d de ve lopme nt a nd

16  s upport o f p rogra ms  to  tra in  a nd  qua lify ins ta lle rs , a nd  a n  inve s tme nt in  coope ra tive

17 ma rke ting with ins ta lle rs . AP S 's  propos e d budge t for Comme rcia liza tion a nd Inte gra tion

18 s tudies  was designed for both APS and interes ted s takeholders  to ga in a  grea ter unders tanding

19 of re ne wa ble  e ne rgy a nd me thods  of inte gra tion into s ta nda rd bus ine s s  ope ra tions  a nd

20 processe s . Additiona lly, APS has  a lready begun the  scoping e ffort for the  Dis tributed Ene rgy

21 Cost/Benefit Study tha t it is  obliga ted to comple te  pursuant to Decis ion No. 70130.4

22 Under the  Company's  proposa l, ma te ria l portions  of these  budge ts  a re  directly re la ted

23 to the  numbe r of ins ta lla tions  drive n by the  ince ntive  budge t a nd te chnologie s  s e le cte d by

24 cus tomers . Howeve r, a s  proposed in its  Implementa tion P lan, portions  of the  Company's  firs t

25 ye a r imple me nta tion cos t is  dire ctly re la te d to ma inta ining a nd improving cus tome r s e rvice

26 sys te ms  a nd proce s se s . Include d in the se  cos ts  a re  te chnology solutions , such a s  cus tome r

27

28 4 Issued January 23, 2008.
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1 and ins ta lle r inte rfaces , workflow management sys tems, and performance  and reporting tools ,

2 which a re  e s s e ntia l to e ffe ctive ly a nd e fficie ntly imple me nt the  progra ms . Ma ny o f the

3 te chnology solutions  proposed to increa se  the  e fficiency and re spons iveness  of the  program

4 will ha ve  to be  de la ye d or a ba ndone d unde r the  S ta ff's  re duce d budge ts . It is  a lso importa nt

5 to note  tha t only a ctua l cos ts  a re  cha rge d to the  RES  progra m, a nd tha t the  Compa ny ha s

6 propos e d tha t unus e d funds  be  rolle d ove r into s ubs e que nt ye a rs  to re duce  the  funding

7 re quire me nts .

8 The  Compa ny s upports  S ta ff" s  Option B with ce rta in modifica tions ,

9 be ca us e  Option B re cognize s  a nd s upports  the  curre nt progra m, while  a llowing the  DE

10 ma rke t to grow. The  incre a se d role  of whole sa le -dis tribute d ge ne ra tion propose d in Option

l l B a llows  fle xibility a nd s ca le  to re duce  the  cos t of complia nce  during the  firs t five  ye a rs  of

12 the  progra m. This  option is  cons is te nt with the  spirit of the  rule s , it doe s  not cha nge  ove ra ll

13 complia nce  ta rge ts  a nd provide s  the  Compa ny with a  gre a te r like lihood of a chie ving the

14 propos e d DE ta rge ts  in the  e a rly ye a rs . Howe ve r, s hould the  Commis s ion a dopt S ta ff' s

15 Option B, the  re sources  ava ilable  for cus tomer se rvice , cus tomer outreach and marke ting will

1 6  b e  s ig n ific a n t ly re d u c e d  fro m wh a t  wa s  o r ig in a lly p ro p o s e d  in  th e  C o mp a n y' s

1 7  Imp le me n ta tio n  P la n .  Th is ,  in  tu m,  c o u ld  n e g a tive ly a ffe c t th e  le ve l o f c u s to me r

18 pa rticipa tion in the  renewable  ene rgy programs .

19 Flexible  ta rge ts  a re  an inhe rent pa rt of S ta ffs  proposa l for Option B. For example , the

20 re s ide ntia l a nd non-re s ide ntia l re quire me nts  a re  propos e d to be  a  "minimum" of 25% of the

21 tota l requirement, a lthough each of them could va ry from the  minimum 25% up to 75%. APS

22 be lie ve s  tha t with this  a pproa ch, it is  ne ce s s a ry to a ls o ha ve  the  fle xibility to re a lloca te

23 ince ntive  budge ts  to ma tch cus tome r de ma nd, with the  ultima te  goa l of re a ching both the

24 minimum ta rge ts  for each ca tegory and the  ove ra ll dis tributed ene rgy requirement.

25 There fore , if the  Commiss ion adopts  Sta ff's  Option B, the  Company reques ts  tha t the

26 ince ntive  budge t a llow for fle xibility a mong the  cla s s e s  of ince ntive s , to a llow the  progra m

27 to adjus t to the  cus tomers ' choices  and actua l energy results . Cus tomer incentives  have  been

28  a lloca te d  be twe e n  Up  F ron t Ince n tive s  ("UF1s ") fo r re s ide n tia l a nd  non-re s ide n tia l

Op tio n  B:
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1 cus tome rs , P e rforma nce  Ba s e d Ince ntive s  ("P BIs ") for non-re s ide ntia l cus tome rs , a nd

2 ince ntive s  for whole s a le -dis tribute d ge ne ra tion. The s e  cla s s e s  of ince ntive s  ma y re quire

3 more  or le s s  funding de pe nding on the  de ma nd for e a ch cla s s  a nd the  e ne rgy ne e de d to

4 a chie ve  complia nce . The  ne e d for the  re que s te d fle xibility within the  ince ntive  budge t is

5 pre sently illus tra ted by the  current demand in the  non-re s identia l s egment seeking UFIs . To

6 da te , the  tota l re se rva tions  from this  cla ss  of cus tomer seeking UFIs  exceeds  the  $1,550,000

7 tha t Sta ff has  a lloca ted in its  budge t.5

8 Allowing the  Company the  flexibility to a lloca te  the  tota l incentive  budge t in re sponse

9 to cus tome r de ma nd would pe rmit the  re ne wa ble  e ne rgy progra ms  to grow na tura lly a nd

10 provide  ins ight re ga rding the  ne e ds  of the  curre nt ma rke t. If s uch fle xibility is  not a llowe d,

l l the  Compa ny would  be  re quire d  to  tile  for cha nge s  unde r the  s ta nda rd  Commis s ion

12 processes  when funds  a re  deple ted for a  ce rta in class  of incentive , even if uncommitted funds

13 a re  a va ila ble  a nd unne e de d for complia nce  for a nothe r cla s s . The  dis a dva nta ge  to tha t

14 approach is  tha t the  incentive  program would be  suspended and cus tomer projects  would be

15 put on hold until Commiss ion a pprova l wa s  re ce ive d.

16 While  re cognizing the  re duction in its  non-proje ct budge ts  ma y ne ga tive ly impa ct

17 cus tome r pa rticipa tion, the  Compa ny none the le s s  be lie ve s  tha t it is  pos s ible  to work within

18 the  budge t pa ra me te rs  propos e d in Option B. The  re duction in the  re s ide ntia l dis tribute d

19 ene rgy requirement in the  ea rly yea rs  will, a s  S ta ff indica te s , necessa rily reduce  a  portion of

20 the  adminis tra tion and implementa tion budge ts .

21 o p tio n A: The  Compa ny a ls o a cknowle dge s  tha t S ta ffs  Option A, which pro-ra te s

22 the  funding a nd RES re quire me nts  for 2008, is  a  pra ctica l a pproa ch for this  ye a r. Howe ve r,

23 as  the  Company has  previously discussed, Sta ff" s  proposed budget reductions  will reduce  the

24 re s ource s  a va ila ble  for cus tome r s e rvice , outre a ch a nd ma rke ting, which could impa ct the

25 le ve l of cus tome r pa rticipa tion. The  Compa ny's  ke y conce rn with ()option A is  tha t this

26

27

28

5 The  ove rsubscription re sults  from the  s tructure  of the  curre nt progra m, a s  compa re d to the  propose d DE
incentive  s tructure . The  current program a llows customers  to choose  be tween UFls  and PBIs. If approved as
proposed, the  DEAP would require  a ll projects rece iving incentives grea ter than $75,000 to be  PBls.
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1 propos a l pe rpe tua te s  the  "ca tch-up" is s ue s  a lre a dy inhe re nt in the  RES  Rule s ' de la ye d

2 imple me nta tion. As  S ta ff note d, the  RES  Rule s  a llow for a  "ra mp-up" to a llow utilitie s  a nd

3 the  re ne wa ble  e ne rgy indus try to gra dua lly e xpa nd the ir e fforts  to me e t a nnua l incre a se s  in

4 the  Re ne wa ble  Ene rgy Re quire me nt a nd the  Dis tribute d Re ne wa ble  Ene rgy Re quire me nt.

5 Ea rly in the  Rule ma king proce s s  it wa s  a nticipa te d tha t the  RES rule s  would be  in e ffe ct by

6 2006. Tha t was  not the  case , the  RES Rules  went into e ffect in Augus t 2007, and funding for

7 the  APS progra ms  ha s  not ye t be e n a pprove d. The  e ffe ct of the  de la y is  tha t the  Compa ny

8 mus t a lre a dy ca tch-up for the  2006 a nd 2007 re quire me nts , unde r Option A, it would a ls o

9 ha ve  to ca tch-up for the  firs t qua rte r of 2008. The  re s ult is  tha t the  Compa ny would be

10 furthe r cha lle nge d to comply with the  2009 RES  Rule s  re quire me nts , a nd the  budge t for

l l complia nce  with the  RES in 2009 would be  s ignifica ntly highe r tha n tha t de s cribe d by the

12 Compa ny unde r its  Imple me nta tion P la n.

13

14 ("S ola r Advoca te s '

J OINT P ROP OS AL

In  re s p o n s e  to  co mme n ts  file d  b y th e  S o la r Ad vo ca te s 6

15 Comments") and a  le tte r from Commiss ione r Munde ll a sking for pa rtie s  to a ttempt to reach a

16 reasonable  compromise  regarding the  issues  ra ised in the  Sola r Advoca tes ' Comments ,7 APS

17 a nd the  S ola r Advoca te s  ha d a  s e rie s  of me e tings . The y a ddre s se d incre me nta l funding

18 leve ls , trigge r mechanisms , the  Company's  me thods  for deve loping cos ts  for adminis tra tion,

19 imple me nta tion, a nd ma rke ting, a s  we ll a s  modifica tions  to the  propos e d RES budge t. The

20 outcome of those  mee tings  was  the  Joint Proposa l,8 an a lte rna tive  proposa l tha t recommends

21 a  budge t and funding mechanisms  tha t be tte r synchronize s  program funding with expected

22 re s ide ntia l DE cus tome r pa rticipa tion, rolls  ove r the  uncommitte d DE funds  from 2007, a nd

23 reduces the  marketing and outreach budget.

24

6
2 5

The  S ola r Advoca te s  a re  a  group com pris e d of the  Am m a n Group, Arizona  S ola r Ene rgy Indus trie s
2 6 Associa tion, Grea te r Tucson Coa lition for S ola r Ene rgy, S ola r Alliance  and Vote  S ola r Initia tive . The  S ola r

Alliance  is an industry associa tion comprised of the  largest photovolta ic companies in the  United S ta tes.
7 Commissioner Mundell's  le tte r was docketed on October 16, 2007.
8 The  J oint P roposa l was  filed with the  Commiss ion on December 17, 2007. AP S  filed exhibits  tha t de ta iled
the  funding for the  Joint Proposal on December 21, 2007.

27

28
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1 The  Joint Proposa l recognized tha t miss ing the  ea rly years  of the  des igned "ramp-up"

2  pe riod  unde r the  RES  Rule s  re s u lts  in  a  s ign ifica n t inc re a s e  ove r cu rre n t cus tome r

3 pa rticipa tion le ve ls . The  J oint P ropos a l re comme nde d a  two-s te p a pproa ch for funding the

4 re quire d $43.7 million ne ce s s a ry to comply. The  initia l funding would be  s e t a t $37 million,

5 a  leve l providing DE funding four times  highe r than tha t offe red in 2007, and would increa se

6 automatica lly to an annua lized leve l of $43.7 million when cus tomer reques ts  reached ce rta in

7 de fine d le ve ls .

8 While  APS re cognize s  tha t S ta ff ha s  conce rns  re ga rding the  a utoma tic re se t of the

9 a djus tor, the  Compa ny be lie ve s  tha t a n a djus tor tha t re sponds  to the  ma rke t is  a ppropria te .

10 Eve n S ta ff re cognize d tha t the  le ve l of cus tome r commitme nt is  unce rta in. The  Compa ny

l l a lso note s  tha t without an automa tic adjus tment mechanism, the  program would like ly have

12 to forego paying incentive s  pending Commiss ion approva l if the  origina l funds  a re  deple ted.

13 None the le s s , APS be lieves  the  Joint Proposa l is  a  va lid and va luable  option, and should be

O THER CO NS IDERATIO NS

• Green Power Rates . APS be lieves  tha t its  approach re la ted to Green Power sa les  is

correct, notwiths tanding S ta ff" s  disagreement. APS did not count its  s a le s  unde r its

Green Power ra te  schedules  towards  the  RES requirements , because  doing so would

prohibit the se  ra te s  from achieving Green-e  ce rtifica tion. Green-e  is  an independent

ce rtifica tion and ve rifica tion program for renewable  ene rgy deve loped tha t is  offe red

by the  Ce nte r for Re s ource  S olutions . A re ne wa ble  fa cility is  not e ligible  for this

14 cons ide re d by the  Commis s ion, e ve n if the  a utoma tic a djus tme nt provis ion is  re move d.

15

16

17

18

19

20

21

22

23

24

25

26

27

28

ce rtifica tion if it wa s  ma nda te d by a  loca l, s ta te  or fe de ra l gove rnme nt a ge ncy, or if

the  e ne rgy offe re d unde r a  progra m is  a pplie d towa rds  re gula tory re quire me nts .l0

Ene rgy tha t is  Gre e n-e  e ligible  ma y count for LEED ce rtifica tion for ne w buildings  .-

a  ce rtifica tion  tha t is  importa n t to  a  growing  numbe r of AP S  cus tome rs . The

9 APS Rate Schedules GPS-l and GPS-2.
10 THE GREEN-E CLIMATE PROTOCOL FOR RENEWABLE ENERGY, Version 1.0, adopted Oct. 18, 2007 at pg. 5,
available  a t http://www.green-e .org/docs/Climate /Green-e_Climate_protoca l_forRE.pdf.
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Company a lso be lieves  tha t cus tomer choice  can drive  its  renewable  energy program

beyond the  requirements  e s tablished by the  Commiss ion. The  renewable  gene ra tion

cos ts  a re  a  small portion of the  overa ll budge t proposed by Sta ff, and counting Green

P owe r s a le s  towa rd RES  complia nce  will not ha ve  a  s ignifica nt budge ta ry impa ct.

For the se  re a sons , the  Compa ny urge s  the  Commiss ion to continue  to s e pa ra te  the

Green Power sa les  from the  RES requirements .

DEAP Review Pane l. To a ddre s s  the  pote ntia l cha nge s  in the  re ne wa ble  e ne rgy

ma rke ts  tha t will be  s ignifica ntly e xpa nde d to me e t the  re quire me nts  of the  RES

Rule s , APS propose d the  cre a tion of a  DEAP Re vie w Pa ne l for ongoing re vie w a nd

a djus tme nt of ce rta in DEAP  e le me nts . AP S  be lie ve s  tha t a  pa ne l with a uthority to

e xpe d itious ly a d jus t the  DEAP  a nd  its  p rogra m e le me nts  is  c ritica l to  the  DE

program's  ultimate  success . Program e lements  may need to be  adjus ted to re flect new

informa tion, changing ma rke t conditions , incorrect in itia l assumptions or

te chnologica l innova tions . The  propose d pa ne l would ha ve  five  me mbe rs , including

one  representa tive  from Commiss ion Sta ff, three  representa tives  from the  dis tributed

ge ne ra tion  indus try a nd  one  re p re s e n ta tive  from AP S . Any re comme nde d

mo d ific a tio n s  wo u ld  re q u ire  u n a n imo u s  a p p ro va l o f th e  p a n e l. Suggested

modifica tions  to the  DEAP tha t did not rece ive  a  unanimous  vote  may be  included in

the  following ye a r's  Imple me nta tion P la n filing.

S ta ff h a s  ta ke n  th e  p o s itio n  th a t th e  is s u e  o f a  re vie w p a n e l is  mo re

a ppropria te ly a ddre s s e d in the  Commis s ion's  Uniform Cre dit P urcha s e  P rogra m

("UCP P ") working group. While  the  Compa ny a gre e s  with  S ta ff ge ne ra lly, AP S

continue s  to be lie ve  tha t a t this  point in time  the  DEAP Re vie w Pa ne l is  worthwhile

a nd be ne ficia l. It is  ge ne ra lly unde rs tood  tha t the  DEAP  ma y re qu ire  s ome

modifica tions  a s  more  is  le a rne d a bout ma rke t a nd cus tome r ne e ds . The  DEAP

Re vie w P a ne l could provide  time ly re vie w a nd a djus tme nts  s hould the  ma rke ts

cha nge  s ignifica ntly. If a  UCPP pa ne l is  e s ta blis he d to a ddre s s  the s e  is s ue s , APS

believes  tha t the  DEAP Review Panel could then be  disbanded.
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S ola r Ene rgy Augme nta tion  for Fos s il Fue l P la n ts . J a s pe r Ene rgy LLC file d

comme nts  re que s ting tha t the  Commis s ion pe rmit the  Compa ny to include  s ola r

e ne rgy re la te d powe r a ugme nta tion s ys te ms  a t the  Compa ny's  fos s il fue l powe r

pla nts . AP S  doe s  not be lie ve  tha t s pe cific a uthoriza tion from the  Commis s ion is

necessa ry. APS has  rece ived s imila r proposa ls  to utilize  sola r ene rgy augmenta tion

sys te ms  in pre vious  re ne wa ble  e ne rgy Re que s ts  for Proposa ls , a nd will continue  to

consider these types of resource proposals.

Me te ring of Qff-Gria ' Re ne wa ble  S vs te rns . S unris e  Ene rgy Alte rna tive s  LLC

("Sunris e ") ha d ra is e d conce rns  re ga rding the  comple xity of the  APS  proce s s . The

Compa ny ha d origina lly propose d me te ring off-grid re s ide ntia l sys te ms  in much the

s a me  wa y it ha d propos e d to me te r output from grid-tie d s ys te ms . In doing s o, the

Compa ny did not re cognize  the  full bre a dth of complica ting is sue s . His torica lly, the

Company had reported the  ene rgy contribution from off-grid sys tems  us ing es tima ted

production. Afte r a  re vie w of the  be ne fits  of s ys te m me te ring a nd e va lua ting thos e

be ne fits  a ga ins t te chnica l complica tions  a nd ins pe ction a nd me te ring cos ts , the

Compa ny now inte nds  to us e  a  production e s tima te  for s ma ll off-grid s ys te ms . For

la rge r, off-grid non-re s ide ntia l s ys te ms , the  Compa ny a nd cus tome r will de ve lop a

me te ring a rra nge me nt through the  us e  of a n e ngine e ring a nd de s ign output re port

provided by the  cus tomer or ins ta lle r. The  Company has  confe rred with Sunrise , and

this  approach alleviated the  concerns ra ised.

Dis clos ure  of Fina ncing Arra nge me nts . On De ce mbe r 21, 2007, AP S  docke te d a

le tte r to the  Utilitie s  Divis ion Dire ctor re ga rding a n is s ue  tha t ha d be e n ra is e d by

SunEdison. In the  Compa ny's  DEAP , AP S  ha d propos e d tha t tota l proje ct cos ts

would include  a cce pta ble  fina ncing cha rge s  for purpos e s  of ca lcula ting ca ps  on

comme rcia l dis tribute d e ne rgy ince ntive s . Howe ve r, some  s ta ke holde rs  do not wish

to disclose  financing cha rges , even though it would re sult in a  lower cap for the  tota l

ince ntive  pa yme nt. The re fore , AP S  is  re que s ting tha t the  Commis s ion a ffirm tha t

100003
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a t ye a r-e nd, a nd ta ke  tha t re concilia tion

Implementation Plan filing.

CONCLUS ION

PINNACLE WEST CAPITAL CORPORATION
LAW DEPARTMENT

By : ow/)

1 Section 6.4 of the  DEAP may be  modified to change  the  word "mus t" disclose to

2 "may" disclose financing charges.

3 Annual Budget Reconciliation. The Company notes  tha t because  of the  nature  of

4 renewable energy, cos t will vary with production output from generation facilities  and

5 cus tomer dis tributed technology choices  and demand for incentives . The  RES

6 budgets  are actually an es timate of performance for generation technologies  and for

7 the DE program parameters . As  a result, there may be variations  to the budget from

8 those described by the Implementation Plan. The Company will reconcile the budget

9 in to  a c c o unt a s  p a rt  o f its  ne xt

10

l l

12 In this  initial APS Implementation Plan docket, the Commiss ion has  been presented

13 with a  number of different approaches  for implementation of the RES Rules . The Company

14 initia lly filed its  Implementa tion P lan tha t provides  for full compliance  with the  2008 RES

15 requirements , and la te r jointly filed a  modified approach to implementa tion with the  Solar

16 Advocates . Staff provided two different options  in its  Staff Report. It is  clear that there are a

17 number of ways  to undertake this  initia l implementation. The Company believes  that e ither

18 of the  propos a ls  APS has  filed, or S ta ff Option B, with s ome  modifica tion, will a llow the

19 Company to move forward with its  renewable energy programs under the new RES Rules .

20 RESPECTFULLY SUBMITTED this  13th day of March, 2008.

21

22

23

24

25

26

27

28

0-oral R. Scott
Attorneys  for Arizona Public Service
Company
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ORIGINAL and thirteen (13) copie s
of the  foregoing filed this  130h day of
Ma rch, 2008, with:

Docke t Control
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007

1

2

3

4

5

6

7

8

9 All P a rtie s  of Re cord

10

1 1

12

13

14

15

1 6

17

18

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

COPIES of the  foregoing mailed, hand-de live red,
faxed or transmitted e lectronically this  131h day of
Ma rch, 2008 to:
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Ernest Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, AZ 85007

C.~Webb Crockett
Fennemore  Cra ig
3003 North Centra l, Suite  2600
Phoe nix, AZ 85012-2913
Attorneys  for Arizonans  Electric
Choice  Competition, Phe lps  Dodge
Mining Compa ny a nd ASARCO
Incorpora ted

Chris tophe r C. Ke e le y
Chie f Counse l, Lega l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, AZ 85007

Ma jor Alle n G. Ericks on
AFCES  A/ULT
139 Ba se s  Drive , Suite  1
Tynda ll AFB, FL 32403-5319
Attorney for Fede ra l Executive
Agencies

Da vid L. De ibe l
Principa l Ass is tant City Attorney
City of Tucs on - City Attorne y's  Office
P.O. BOX 27210
Tucson, AZ 85726-7210 Micha e l L. Kurtz

Boe hm, Kurt & Lowry
36 East Seventh Street, Suite  2110
Cincinna ti, OH 45202
Attorneys  for Kroge r Company

Fred Morse
Morse  Associa tes , Inc.
236 Massachusetts  Avenue NE
Suite  605
Washington, DC 20002 Steven B. Bennett

City of Scottsda le
City Attorne y's  Office
3939 North Drinkwa te r Blvd.
Scottsda le , AZ 8525 l

Scott S . Wakefie ld
Chie f Counse l
RUCO
1110 West Washington, Suite  220
P hoe nix, AZ 85007 Joe  McGuire

ME Consultants
10202 North 58th Place
Scottsda le , AZ 85253

Ste phe n Ahe a d
Dire ctor
RUCO
1110 West Washington, Suite  220
P hoe nix, AZ 85007

Brian Hageman, Pres ident
De luge , Inc.
4116 East Superior Avenue, DO
P hoe nix, AZ 85040Jana Brandt

Ke lly Ba rr
Regula tory Affa irs  and Contracts
Salt River Proj act
Ma il S ta tion PAB 22 l
P.O. Box 52025
Phoe nix, AZ 85072-2025

Jerry Payne
USDA Fores t Se rvice
Southwestern Region
333 Broadway, SE
Albuque rque , NM 87102

Maria  T. Courte r
Future  Fores t, LLC
1630 Eas t White  Mounta in Blvd.
Suite  C-3
P ine top, AZ 85935

John Wallace
Grand Canyon Sta te  Electric

Coopera tive
120 North 44'*' Street, Suite  100
P hoe nix, AZ 85034

Mark J . Skowronski, P .E.
Sola rgenix Ene rgy, LLC
3501 Jamboree Road, Suite  606
Ne wport Be a ch, CA 92660
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Michae l W. Pa tten
Roshka , DeWulf & Pa tten
One Arizona  Center
400 East Van Buren, Suite  800
P hoe nix, AZ 85004
Attorneys  for Tucson Electric Power and
UNS Ele ctric, Inc.

Micha e l Gra nt
Ga llaghe r & Kennedy, P .A.
2575 East Camelback Road
P hoe nix, AZ 85016
Attorne ys  for Arizona  Ele ctric
Power Coopera tive , Duncan Va lley
Electric Coopera tive , Graham
County Electric Coopera tive ,
Mohave  Electric Coopera tive ,
Navopache  Electric Coopera tive ,
Trico Electric Coopera tive , Sulphur
Springs  Va lley Electric Coopera tive
and Grand Canyon Sta te  Electric
Coopera tive  Assoc.

Dia ne  Vos ick
Tom O'Ha lle ra n
Co-Cha irs
Governor's  Fores t Hea lth Overs ight

Council
Office  of the  Governor
1700 West Washington
P hoe nix, AZ 85007 Jeff Deye tte

Union of Concerned Scientis ts
2 Bra ttle  Square
Ca mbridge , MA 02238-9015

Da nie l Musgrove
Unive rsa l Ente ch, LLC
5501 N. Seventh Avenue , PMB 233
Phoe nix, AZ 89013 Dia nne  E. Brown

Exe cutive  Dire ctor
Arizona  PIRG Educa tion Fund
130 North Centra l, Suite  311
P hoe nix, AZ 85004

Ada m Browning
The  Vote  Sola r Initia tive
182 Second Street, Suite  400
San Francisco, CA 94105

Ke vin A. Da vids on
3162 Courtney Avenue
Kins ma n, AZ 86401

Elizabe th C. Archule ta , Cha irman
Coconino County Board of Supervisors
219 East Chen'y Avenue
Fla gs ta ff, AZ 86001-4695 Amy Le Ge rs

President
Ne tGe nuity
4850 Reata Road
Fla gs ta ff, AZ 86004

Jen*y Brownlow
County Supe rvisor Dis trict IV
Nava jo County Board of Supervisors
P .O. Box 668
100 East Carte r Drive
Holbrook, AZ 86025

Bruce  Plenk
Renewable  Energy Consultant
2958 North St. Augustine  Place
Tucs on, AZ 85712Tom Als ton

Sale , Government Rela tions
Amerecian Sola r Electric
3008 North Civic Cente r Plaza
Scottsda le , AZ 8525 l

Mike  Billotte
Unite d Da iryme n of Arizona
P.O. BOX 26877
Te mpe , AZ 85285-6877

Ur

E. Ke nne th Ma y
President
Indus tria l Sola r Technology
Corpora tion
4420 Mclntyre  S tree t
Golden, CO 80403
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Hiram~B. Smith, Pres ident
Greater Flagstaff Forests  Partnership
1300 South Milton Road, Suite  218
Fla gs ta ff, AZ 86002

Ma yor
City of Tucs on
P.O. BOX 27210
Tucson, AZ 85726-7210

Va le rie  Rauluk, Director
Grea te r Tucson Coalition for Sola r

Ene rgy
P.O. BOX 42708
Tucson, AZ 85733

Arturo Ribe rta
Atlantis  Energy Sys tems , Inc.
9275 Bea tty Drive , Suite  B
Sacramento, CA 95826

Robert Baltes , President
Dis tributed Ene rgy Associa tion of

Arizona
P.O. BOX 10594
P hoe nix, AZ 85064

Jessie  Youle
Sr. S ta ff Attorney
Ma il S ta tion PAB300
P.O. Box 52025
Phoe nix, AZ 85072-2025

Robe rt B. Lide n
Executive  Vice  Pres ident/Genera l

Manager
Stirling Energy Sys tems
Biltmore  Lakes  Corpora te  Cente r
2920 East Camelback Road, Suite  150
P hoe nix, AZ 85016

Robe rt S . Lynch
Arizona  Transmiss ion Dependent
Utility GTOUIP
340 East Pa m Lane, Suite  140
Phoe nix, AZ 85004-4529

Douglas  V. Fant
Dis tributed Ene rgy Associa tion of

Arizona
3655 West Anthem Way
Suite  A-109, PMB 411
Anthe m, AZ 85086

Micha e l Ne a ry
Aris e ia h
2034 North 13' S tre e t
P hoe nix, AZ 85001

Ja n Mille r
Salt River Proj act
1600 North Prie s t Drive
Te mpe , AZ 85281

Alberta  Tippeconnie
Ass is tant Director
Inte r Triba l Council of Arizona
2214 North Centra l, Suite  100
P hoe nix, AZ 85004

Da vid Be rry
Western Resource Advocates
P.O. BOX 1064
Scottsda le , AZ 85252-1064

Wayne Byrne
Managing Director
Fores ight Energy Company

Sa n Fra ncisco, cA 94117
692 He ight S tree t Sulte  B

Tim Hoga n
Arizona  Cente r for Law in the  Public
Inte re s t
202 Eas t McDowell Road
Suite  153
P hoe nix, AZ 85004

Scott Higginson
Executive  Vice  Pres ident
Ne w Me xico a nd Arizona  La nd

Company
3514 East Pres idio Circle
Me s a , AZ 85213

Lori A. Glove r
Co-CEO
S OLID Ene rgy, Inc.
10645 North Ta tum Bouleva rd
Suite  200
P hoe nix, AZ 85028

Robert Amman
The  Anna l Group
6605 E. Evening Glow Drive
Scottsdfa le , AZ 85262


